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27 L INTRODUCTION 

28 This referral fhmi the Rqxnts Analysis Division C'RAD'Ocoiiceins tfae persoî  

29 campaign funds by KalynFree, a candidate for U.S. Congress in Oklahonw 

30 paid to her **as salary" by her 2004 autfaorized committee, Kalyn Free for Congress and Loyce 

31 Bell, in her official capacity as treasurer C'Comnuttee'*), after Ms. Free lost faer 2004 primary 

32 election. After receiving a Request for Additional faifoimation('WAr')jGrDm RAD question^ 
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1 the payment ofa salary after Ms. Free lost tfae priniary, tfae Committee maintained tfaat ^ 

2 payment was pursuant to a May 2004 oral agreement, but acknowledged that tfie $50,000 salary 

3 payment was $29,000 higher tfaan permitted by law. Over time, Ms. Free refunded to tfae 

4 Conmiittee a net aniount puipoitû  to be tfae diffiaence between tfae overpayment m 

5 $14,659 Ul expenses tfaat sfae puiportedly advanced to tfae Committee. Tfae referral also concerns 

6 tiie Committee's reporting ofvarious recdpts and ddit relatiiig to tfae salaiy paym^ 

7 expense payments Ms. Free claimed sfae advanced, and tfae refunds die made to tfae Committee. 

8 As set fortfa below, tfais Office recommends tfaat tfae Commisdon find reason to believe 

9 did the Coinmittee and KdynFte violated tfae penond use prdiibitions oftfae Fede^ 

0 Campaign Act of 1971, as amended C'tfaeAct'O, and tfad tfae Conmiittee dso viofaOed tfae Act's 

1 reporting requirements. In addition, we recommend an investigation to obtain evidence 

2 regarding tfae Committee's puiported agreement to pay 8 $50,000 salary to Kdyn Free and 

3 regarding tfae $14,659 in expenses puiportedly advanced by Ms. Free tfad were reunbursed by 

4 tfae Committee. We also want to question tfae Conmiittee regarding a debt disclosed on its 2005 

5 July Quarterly Report witfa an outstanding bdance of $12,000 d tfae beginning oftfae rqxntuig 

6 period tfad was described as a "deferred salary payment" to Ms. F ^ . Tfais debt was tfae subject 

7 of an RFAI, and in response to tfaat uiqiniy, tfae Committee deleted tfais debt on tfae amended 

8 rqwrt. 

9 IL FACTUAL AND LEGAL ANALYSIS 

20 A. Faets 

21 On Sdiedule B of its origjnd 2004 October Quarterly Report, tfae Conmiittee reported, as 

22 'Uaiy," payments to Kdyn Free on Sqitember 29,2004 in amounts of $35,000 and $15,000. 

23 Tfae Committee niade tfaese payments qiproxiniatdy two nionlfas after Ms. Fineelô  
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1 prinuoy election Ul Oklafaoma, wfaicfa occurred on July 27,2004. On Sdiedule D of the report, 

2 tfae Conmutteeiqwrted ddit uusuned in tfae amoimt of$50,000 to Kdyn Free, also descri 

3 ''sdaiy," and its coireqionding payment to Ms. Free during tfae reportuig period. 

4 On Febnuffy 24,2005, RAD sent an RFAI to Ifae Conmuttee, noting, among otfaer Ifaings, 

5 Ifa candidate loses in tfae primaiy election and is not paiticipating in tfae generd election, tfaey 

^ 6 may not continue to recdve payments ate tfae date oftfae primacy," aid tfad aalaiy payment 

7 nude tti tfae candidate after tfae Jdy 27,2004 primary constitute a persond use of canipdgn 
O 
<f* 8 funds. The RFAI requested tfad tfae Conunittee sedLreunbursementfiPom die candidate for tfae 
'M 
^ 9 fidl amount oftfae persond use violations and notify tfae Comnussion oftfae reunbui^^ It 
O 

•H 10 also stated tfad if tfae payments did constitute persond use of canipdgn funds "the Commission 

11 may take furtfaer legd action. However, pronipt action to obtain reimbuisenient oftfae funds in 

12 question will be taken into oonsidendon." 

13 In response to tfae RFAI, on Mardi 28,2005, tfae Committee filed a miscellaneous 

14 stateniem indicating tfad tfae Comnuttee faad been unaware tfad a candidate could only begin to 

15 accrue salary d tfae end of tfae bdlot qudification period, wfaidi in Ms. Free's case, was June 9, 

16 2004. According to tfae Conmuttee, Kdyn Ftee bdieved tfad salary could begin to accnie wfaen 

17 die filed faer stdementofcandidacy in Octtiber 2003. However, tfae Committee indicated tfad 

18 if salaiy payments were appropriate only between tfae bdlot qudification deadline of June 9, 

19 2004 and tfae primaiy election date of July 27,2004, Ms. Free was entitled tti $21,000.̂  Tfae 

20 Cominittee also stated tfad "[u]pon fuitfaer review of Ms. Free's records, it faaa been determined 

21 tfad" approximatdy $14,659 "in unreunbursed expenses were never recdved by Ms. lYee." 

* AGGodiqglDlbeC(miimllBe,iiiioeM8.FieeemKd**teinexGei8ofwfaM 
2003," die entided ID a piD-ntfa niary fiv Ifae 7 wedc period bised on the aoô ^ 
Caress of $156,000. 
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1 Netting the excess salary payments of $29,000 ($50,000 - $21,000) witfa tfae amoum puiportedly 

2 owed tti Ma. Free ($14,659) left a bdance owed by Ms. Free tti tfae Committee of $14,341, wfaicfa 

3 die Committee indicated die would refund wfaen funds becaineavaildile.' 

4 On Mardi 28,2005, tfae Committee also amended its 2004 October (2uaitBrly Rqiort to 

5 reflect a disbuisemem of $35,000 for "salary" and a disbursemem of $15,000 fbr "sakuy 

H 6 overpayment." Additiondly, on Scfaedule D, tfae Committee reported tfad Ms. Free owed 

U7 7 $14341 tti the Committee for "oveipayment on sakuy." Tfae Sdiedule D also reflected a 
Q 
^ 8 Commitlee debt of $21,000 to Ms. Free for "salary," a payment of $35,000 on thd ddit and an 

^ 9 outstanding negative balance of $14,000. 
O 

10 Thereafter, a RAD andyd left niessages for tfae Conmuttee's treasurer and tfae candidate 

11 concenung tfae salaiy payments, indicating tfad tfaere was an outstanding iasue on tfae 20M 

12 Octtiber Quarterly Rqiort and tfad the matter would be referred to tfae Office of Generd Counsel. 

13 In two telepfaone cdls witfa tfae Committee's FuumceDu«ctor, RAD personnduifiiimedt̂  

14 Conunittee tfad its response to tfae Fdiniaiy 24̂  2005 RFAI was incomplete because it faad not 

15 anrnded its reports to disclose the Comnuttee's alleged ddit to Ms. Fkw for uiqiddexpê  

16 provided any evidence tfad tfae Conmiittee's obligation to pay Ms. Free a salary existed prior to 

17 Jdy 27,2004, tfae date of tfae primaiy election. In reqxmse, on June 2,2005, tfae Committee 

18 filed a miscdlaneous stdement in wfaicfa Dave Paiker, the former Campdgn Manager oftfae 

19 Committee, asserted tfad it was always Ifae Committee's uitention to pay Ma. Free a sdary of 

20 $50,000 based iqxm an ord agreement in May 2004 between faimself and Ms. Free. Mr. Paiker 

21 stated tfad Ms. Free faad agreed to defer paymem offaer sdary until tfae end oftfae canipdgn to 
' The Comndtiee silled diat "̂due to die eostt of die canyaigOidie lade of i i ^ ^ 
ftct diet Ms. Ftee made a dqiosit of $21,644.50 with flie Intemal Revemie Service aad OHihome Tw Cmiinrissiim 
•dMequem to Ifae $30,000 paymem fbr antidpaled salaiy, Ms. Fm 
However, once Ms. Free recdves her lax nfind from die 
due." 
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1 ensure did all campaign bills and staff were pdd. Mr. Paiker also noted tfad because oftfae 

2 Commisdon's inteipretation of tfae law, tfae salaiy payment faad been reduced to $21,000. 

3 Fuudly, fae noted tfad Ms. Free faad made a $4,000 payment on May 31,2005, leaving faer 

4 remauiing ddit amounting to $10,341. 

5 On July 15,2005, die Committee filed its 2005 July Quarterly Report disdosuig a recdpt 

^ 6 of$4,000 fiom Kdyn Ftee on May 31,2005 witfaomdescribiî  tfae nature oftfae recdpt. On 

ip 7 Schedule D of tfais report, tfae Conunittee reported an outstanding debt of $14,341 due firnn 
O 
^ 8 Ms. Free, wilfa no payments bdng nude on the ddit during tfae period. Tfae debt was described 
«7 9 aa "oveipayment on safauy." RAD sent tfae Committee an RFAI regarding ita 2005 Jdy 
O 

10 Quarteriy Report questioning wfaedier die ddit balanced tfae ckise ofthe period sfaould be 

11 $10341 to reflect tfae payment of $4,000. RAD also questioned anotfaer debt entry reflecting an 

12 oulstanduig bdance of $12,000 d tfae beginmng of tfae rqxnting period, wfaidi was described as 

13 "deferred salaiy paymem" conceming Ms. Free because tfais debt bad not appeared on tfae 

14 previoua report. In reqionae to tfae RFAI, tfae Conunittee amended tfae rqiort to reflect Ifae 

15 reduction in tfae oulstanduig debt bdance fiom $14̂ 41 to $10,341. The Committee deleted tfae 

16 $12,000 debt on the amended rqxirt.̂  

17 On October 15,2005, tfae Commitlee filed its 2005 Octtiber Quarterly Rqxnt, wfaicfa 

18 reported on Sdiedde A severd receipts between Augud 1,2005 and September 25,2005 from 

19 Ms. Free totding $10341. On Scfaedule D oftfais rqxnt, tfae Conunittee duiwed Ms. Free's ddit 

20 as $10341 d the beginning of tfae reporting period, tfae payment of $10,341 during the rqxnting 

21 period, and an outstanding balance of zero. 

' This entiy relatiag lo a $12,000 "Vlefand salaiy payii»irGouM have be^ 
trewiU attempt to ascertain tfae Acts surraonding it in oiB investigation. See diacusaion ii^. 
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1 Followuig tfae referrd, on tfae same day it filed its 2005 October Quarterly Rqxnt, tfae 

2 Conunittee filed an amendnient to ita 2004 October Quarterly Report. Tfae amendment oontdned 

3 severd memo entries on Sdiedule B. Tfae fird entiy was a $50,000 didiursement to Ma. Ftee on 

4 September 29,2004 tfaat conbdned tfae description '̂ yment see below," wfaich refened to tfae 

5 additiond menso entries unmediately following tfad described a didiursement of $21,000 UQL 

6 salary to Ms. Free, a didiurBement of $14,659 to Ms. Free fbr miscellaneoua expenaes, and a 

CP 7 disbuisement of $14341 to Ms. Free for overpayment of sdary. On Sdiedule D oftfae report, 
Q 
Oi 

^ 8 tfae Committee included memo entries showuig a ddit of $14341 owed to tfae Cominittee fay 

sr 9 Ms. Ftee, a debt of$21,000 incurred by tfae Committee to Ms. Free fin sdaiy during tfais period 
10 tfad was also paid during tfais period, and a debt of $14,659 incurred to Ms. Free during tfais 

11 period fin miscellaneous expenses that was pdd during tfais period.̂  

12 B. Andysis 

13 1. Personal Use 

14 A contribution accepted by a candidate may be used by tfae candidate fin otfaerwise 

15 authorized expenditures in connection with the canipdgn fin federd office of the candidate. 

16 Seel U.S.C. § 439a(aXl). However, a contribution or donation described ui 2 U.S.C. 

17 f 439a(a) shdl not be converted by any person to persond use. 2 U.S.C. § 439a(bXl)-

18 "Persond use" means any use of funds in a campdgn account of a presem or future candidate to 

19 fiilfill a commitment, obligation, or expense of any person tfad would exid irrespective of the 

20 candidate's campdgn or duties as a federd officdxilder. 11 C.F.R. § 113.1(g). 

* The CoinmtlBe filed a fold amendment to ita 2004 October Quarterty Report on Decente 
reaponae to an RFAI requeatiig an e»|Janationofflie change in flie anwurt of debt diactoaedĉ  
dated October 15,2005 finm dc amount listed on die origind report. Wifli the amended iqiort̂  die Gommittee 
provided a nairadve siaiemem ainceidng reporting misidKB invoking Mŝ  
various efbrts to conect fliem. 
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1 A candidate's pruidpd campdgn conunittee niay pay a salaiy to a candidate Ul 

2 accordance witfa 11 CJF.R. § 113.l(gXlXiXO- A candidate nuy recdve sdaiy payments tfad do 

3 not exceed Ifae lesser oftfae nummumsdaiy paid to a Federd officeholder faolding die Federd 

4 office did tfae candidate seeks or tfae eanied uicome tfad tfae caiuUdate recdved during tfae yê  

5 prior to becoming acandidate, but any eamed income tfad acandidate recdves fiwm salaries 

^ 6 or wages fipom any otfaer source sfadl count agdnd tfae nunimum salary pdd to a Federd 

CO 7 officeholder faoldnig the sed sought by the candidate. Upon requed oftfae Commisdon, Ifae 

^ 8 candidate must provide evidence of eamed income. Id. Moreover, die conunittee didl not pay 

«T 9 salaiy to a camtidate befiire Ifae filing deadline for access to tfae prinuuy dection ballot fin Ifae 
Q 

10 Federd office tfad tfae candidate seeks, as ddeimined by state law. Id. During tfae time period ui 
r-l 

11 wfaicfa a principd campaign committee may pay a salary to acandidate, sucfa payment mud be 

12 computed on a pro-rata baaia. See id. Iftfae candidate loses die primary, wilfadrawa finom tfae 

13 race, or otfaerwise ceases to be a canddate, tfae committee may not pay sdary to tfae candidate 

14 beyond tfae date fae or die is no longer a candidate. Id. 

15 Tfae Committee made $50,000 ui safauy payments to Ms. Free on Sqitendier 29,2004, d 

16 lead $29,000 of wfaidi was admittedly in excess of die amount die was eligible to recdve, no 

17 matter wfaen Ifae payment was nude. Because Ms. Free kid Ifae primary election, sfae was not 

18 entitied to any payments fin any time period after tfae primaiy election ended. RAD advised tfae 

19 Conumttee Ifad it faad not amended rqxnts to dum a ddit owing to Ms. Free nor provided any 

20 evidence tfad a ddit to faer existed prior to Jdy 27,2004. In responsê  tfae Committee staled Ifad 

21 tfaere was an ord agreemem in May 2004 between tfaen campaign manager, Dave Paiker and 

22 Kdyn Free to compensate Ms. Free witti a sdary of $50,000, paymem of wfaidi was to be 

23 deferred until Ifae end offaer campdgn, but did not provide any finlfaer evidencê  sudi as 
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1 affidavits fiom faotfa Mr. Paiker and Ms. Freê attestuig to tfae oral agreement and documenting 

2 tfaat, baaed on faer 2003 inoome, die was entitied to a pro-rate salary based on tfae sdaiy of a 

3 member ofCongressui 2004. Once advised dud tfae Committee faad oveipdd Ms. Free fixmi 

4 campdgn funds, Ms. Free did not folly reimburse tfae Committee until Septeniber 25,2005, 

5 approxunately seven months tfaereafier, at wfaicfa time die faad Ifae persond use ofa portion of 

in 6 campaign funds for approximately a year. 

7 Tfaerefiire, we reconunend tfad tfae Conunisdon find reason to believe tfad Kdyn Ftee 
O 

^ 9 2U.S.C.§439a(bXl). 
O 

8 and Kdyn Free fin Congress and Loyce Bell, in faer offidd capacity as treasurer, violated 

10 2. Reporting 

11 Eadi treasurer of a poUticd conunittee dudl file rqxnte of reedpte and disburseniente 

12 Ul accordance wilfa 2 U.S.C. § 434(a) and must comply wilfa tfae requirements of 2 U.S.C. 

13 § 434(b)(2) and (3). Tfae treasurer miut dso rqxnt the amotmt and nature of oulstanduig ddite 

14 and obligations owed by or to such politicd conunittee. 2 U-S.C. § 434(b)(8). 

15 In addition to reportuig erroneous and confiisuig entries relatuig to tfae salaiy 

16 oveipaymems, tfae Committee fidled to rqxnt any debt uicurred to Ms. Ftee fisr a sal^ 

17 fi»m Ifae purported May 2004 ord agreement, on ite 200412 Day Pie-Prunary Report, wtucfa 

18 covered April 1,2004 Ifarougli July 7,2004. By not rqxnting any sucfa debt on tfad report, tfae 

19 public was not notified tfad tfae Committee faad agreed to pay tfae candidate a salaiy until after Ifae 

20 primaiy dection was over. Moreover, as noted ui tfae refierral, tfae Commitlee faaa never amended 

21 ite 200412 Day Pre-Primary Rqxirt to reflect any audi ddit. 

22 Furtfaermore, Ifae Commitlee contends tfad it owed $14,659 to Ms. Free fin campdgn 

23 expenses pdd by faer Ifad were to be reunbursed. Afafaougfa candidates may nuke unlinuted 
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1 conttibutions to tfadr own campaigns, 11C J.R. f 110.10(a), uicluduig advances, Ifae 

2 comributions mud be properly reported. See 2 US.C. § 434(bX3) (audxnized conunittees mud 

3 identify persons during tfae rqxnting period, wfaosecontribution(s) faave an aggregate aniount Ul 

4 excess of$200 wittun Ifae dection cycle). Ifcandidates nuke contributions Ifaat ttiey intend to be 

5 advances, tfaeur committees dundd report Ifae contributions in memo entries on Sdiedule A as in-

^ 6 kud contributions, identify tfaem as'*advances," and oontuuuiudy report tfaem on Scfaedule D 

tp 7 until repdd. See 11 C J.R. f 116.5(b) and (c). See also 11 C.F.R. § 104.11 (debte exceednig 
O 
% 8 $500ordditeofanyamoumttutfaavebeenomstenduigformorettum60day8mudbereported 
^ 9 on Schedide D). Certaui travel and subsistence expenditures do not faave to be reported as 
O 
^ 10 coiittibutionsifpayment is made witfa a credit card and is reunbiused witfain 60 days oftfae 
I—^ 

11 closing date of the billing statement on wfaidi tfae cfaaiges appear. 11 C.F.R. § 116.5(bX2). 

12 However, Ifaose travel and subsistence expenses mud be reported as expenditures. See2\JJ&.C. 

13 § 434(bX4XA). Odierwise, advances fin travd and aubdstence expenses are in-kind 

14 contributions, and rqxnted ffae same way as ottier advances. 

15 In tfais instance, tfae Conmuttee did ixit report as iii-kud coritributions any oftfae 

16 $14,659 it later clanned it owed Ms. Free, and only reported tfae fidl amoum as ddit afier RAD 

17 questioned it dxiut the $50,000 in salary paymente to die candidate. If Ifae Conmuttee intended 

18 to reunfaurse Ma. Free fin tfaese expenses, it duiuld faave identified Ifaem as advances in memo 

19 entries on Scfaedule A ofite disckisure reports wfaen Ifae advaiices were made. Additionally, 

20 pursuant to 2 U.S.C. § 434(b)(8) and 11 CFJL § 116.5(c), ttie Coinmittee diould faave 

21 continuously reported on Sdiedule D of ite rqxnte, as debt until it waa rqidd, ite obligation to 

22 reunfaurse Ms. Free fin tfaese advances. 
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1 Had ttte advances been properly rqxnted d ttte outset, ttte Committee's repaymem 

2 to Ms. Free duiukl faave referenced ttte origuud Scfaedule A memo entries to wfaicfa tfae 

3 reunbursemente rdated, see Advisoiy Opinion 1992-1, and diown tfae coneqxmding reduction 

4 Ul debt owed to tfae Conunittee. Wfaen tfae Conunittee amended ite 2004 October (Quarterly 

5 Report on October 15,2005, it listed a didiursement to Kdyn Free fin $14,659 on September 29, 

6 2004̂  wfaidi suggeste thd all ffae expenditures were nude during tfad rqxntuig period. 

CO 7 However, sidisequeody, in a ruurativestatemem uicluded witti Ifae amended 2004 October 
Q 
^ 8 (Juarteiiy Report dated December 2,2005, ttte Commitlee sdd tfad Ms. Free made out-of-pockd 

^ 9 expenses dating badt to October 17,2003. Tfae Conunittee also sttded tfad tfais amended report 
O 

10 itemized tfae expenses incurred by Ms. Free tfad were in excess of $200. The amended report 

11 ahowed a suigle disbursenient of $470 to Ms. Free on Seplember 29,2004 witfa tfae puipose of 

12 Ifae disbursement described aa "Invd rdmbursement," indicating tfad Ifae remdnder of Ifae 

13 $14,189 Ul reunbursed expenses were dl fin amounte of$200 or less. However, tfae Committee 

14 faad an obligation to itemize all contributions aggregating in excess of $200 witfain Ifae election 

15 cycle. 2 U.S.C. § 434(bX3). 

16 Tfaerefiire, tfaere is reason to faelieve tfad Kdyn Ftee for Congress and Loyce Bell, in faer 

17 capadty as treaaurer, violated 2 U.S.C. § 434(bX2), (3) and (8). 

18 

19 
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21 

22 

23 
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9 IV. RECOMMENDATIONS 

1. Open a Matter Under Review. 

2. Find reason to believe tfaat Kdyn Free fin Congress ard Loyce Bell, in faer officid 
capadly as tteasurer, violated 2 U.S.C. § 439a(bXl)-

3. Fud reason to believe ttut Kdyn Free viokited 2 U.S.C. § 439a(b)(l). 

4. Find reason to believe did Kdyn F ^ fin Congress and Loyce Bdl, in faer offidd 
capadty as tteasurer, violated 2 U.S.C. § 434(b)(2), (3) and (8). 

5. Approve tfae attacfaed Factud and Legd Andyses. 

6. Approve tfae use of compulsory process. 
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7. Approve ttte appropriate letters. 

Lawrence H. Norton 
Generd Counsd 

Rfaonda J. Vosdingh 
Associate Genend Counsd 

fin Enforcement 

^ Date ' ^uaBnL.Ld 
CP Assistant Generd Counsel 
Q 

(M 

^ DdbertKRigdiy 
CD Atlomey 


